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Honorable Members

Erie County Legislature

92 Franklin Street, 4" Floor
Buffalo, New York 14202

Dear Honorable Members:

On October 15, 2013 County Executive Mark Poloncarz released his 2014 Proposed
Budget. There are numerous and very serious concerns with that document. As |
pointed out in this Office’s “Review of Poloncarz Administration’s 2014 Tentative Budget
Revenue and Expense Projections” on October 11", 2013, there are risky uses of “one-
shot revenues, smoke and mirrors, and gimmicks” to try and keep the budget balanced.

Our concerns are many and actually come from the County Executive and his own
Budget Director themselves: one shot revenue streams, use of fund balance, over
estimating revenues like the Auto Bureau line by $500,000, increased discretionary
spending, ignoring mandated spending, choosing to remain out of compliance with the
New York State Commission on Corrections recommendations for safe and adequate
staffing levels at county jails, overly aggressive and overly optimistic sales tax revenue
projections, and kicking the can down the road by delaying the pension payment.

This is no way to run County government. Continuation of those gimmicks always
resulted in a meltdown of County government as witnessed over the past 40 years.
That has left this County with one of the highest sales tax rates. There have been
previous County Executives that increased spending, used one-shot revenues and
gimmicks to balance the budget, and held the line on taxes, all in the same budget year.
Please ask yourselves: how did that work out for taxpayers? We do not want history to
repeat itself.

Executive Summary

The 2014 Proposed Budget is balanced with the use of $7.4 million in Fund Balance;
amortizing the pension bill by delaying payment of $11.5 million, net $8.6 million and
resulting in an additional $2.4 million in interest expense; use of $3.9 million in closed
capital projects, continuing to defer Inter Government Transfer payments beyond $16.2
million to ECMC; not funding twelve (12) Holding Center positions as agreed to with the
State Commission of Correction, increased discretionary funding, upgrading positions,



creating new positions and over optimistic revenue projections. Utilizing non-recurring
revenue streams to pay recurring expenses. These are the same gimmicks that
eventually resulted in the Red/Green budget meltdown of the last decade.

The utilization of the State’s Employer Contribution Stabilization Program by amortizing
$11,467,000 or a net impact of $8,600,000 of the pension bill over ten years would
result in an approximately $2,439,478 in additional interest to be paid by taxpayers.
This is a risky scheme that was criticized by Budget Director Robert Keating last year:

“One thing I'm really proud about our budget this year (2012) is we really did not rely on
one-shots. There are for example, when you pay the retirement bill there is an option to
amortize the bill. There is a one-time savings but it’s a long-term cost with high
interest rates. It’s not a good decision...The alternatives were bad decisions like
the retirement amortization is a bad decision. Short term it’s great — you get more

money now but you’re paying a lot more for it in the future. There is no benefit.”
Source: Robert Keating, Minutes of the Erie County Fiscal Stability Authority Finance Committee Meeting, 10/19/12

The County Executive’s own Budget Director said ‘kicking the can’ on pension
payments is ‘not a good decision.” He is absolutely right. Why is Mr. Poloncarz
promoting the use of a one-shot revenue that his own Budget Director called ‘a bad
decision’?” We would encourage the County Executive to listen to his Budget Director.
Mr. Keating warned that this one-shot would lead to “higher interest rates” and that
“there is no benefit.” We agree with him wholeheartedly. It is quite puzzling for the
County Executive to directly contradict a public position taken by his own Budget
Director on this issue.

Another problem with kicking the can on our pension payments is that once the County
takes advantage of this it will be very difficult to not continue to defer in the future. In
2010 four Counties participated, in 2011 it grew to seven Counties participating and in
2012 eleven Counties participated. While rates may decline in the future the five-year
smoothing of the rate that is now utilized by the retirement system delays the real
impact of the declining rates to 2015 and beyond. In the meantime the stock market
could just as easily decline as it has resulting in higher rates and the County may find
itself with even higher current bills in addition to the amortization payments.

Appropriations not funded include funds needed to close 2014 anticipated Bond and
Note sales. The appropriation to pay Bond Counsel and Financial Advisor fees was
requested by the Office along with the revenue to pay for them. The revenue was
included in the 2014 budget but not the appropriation. We cannot borrow in 2014
because of this.

Another concern is Mr. Poloncarz’s own admission that he refuses to be in compliance
with the New York State Commission on Corrections (C.O.C.) recommendations for
safe and adequate staffing of deputies at the county jails. When serving as Erie County
Comptroller the current County Executive was highly critical of low and unsafe staffing
levels:



“Failure to respond to the additional workload these posts would represent will drive
overtime costs even higher than the present level...too few deputies/correction
officers compel those remaining to work a punishing schedule that increases

employee fatigue and drives ever-increasing overtime costs.”
Source: Mark C. Poloncarz, www.erie.gov, “A Review of Overtime at the Erie County Holding Center and the Erie County
Correctional Facility, September 2011

“When we’re burning out employees in one of the most dangerous jobs you can have in
all of Erie County, that’s not a good thing.”

Source: Mark C. Poloncarz, The Buffalo News, “Comptroller's Report Targets Rampant Overtime at County Jails,” 9/22/11

The proposed 2014 budget message confirms the County Executive’s reversal of
position on this issue, by refusing to be in compliance with jail deputy staffing levels
recommended by the New York State Commission on Corrections, even though the
county agreed to fully fund (12) positions at the Holding Center.

County Executive Poloncarz acknowledges that the County agreed to fund those
positions, however, he chose not to:

‘A May 2012 directive from the New York State Commission of Correction ("C.0.C.") required the County to
create 72 new sworn deputy and correction officer positions and a number of civilian positions in the Erie
County Holding Center and Erie County Correctional Facility between 2012 and 2014. The cost of these
new positions is more than $6.5 million on an annualized basis. The first forty five (45) sworn positions and
three civilian record clerk positions were established and approved by your Honorable Body in July 2012
and in the Adopted 2013 Budget. The C.O.C. anticipated the County to add twenty seven (27) new sworn
positions in the 2014 recommended Budget and the Sheriff has, in fact, requested those positions as well
as two (2) new records clerks. However, due to the County's fiscal challenges, the 2014 recommended
Budget is funding only fifteen (15) of those 29 requested positions.

Source: 2014 County Executive’s Budget Message and Summary, p. ix 10/15/13

To borrow a familiar phrase from the County Executive’s spokesman, any further
criticism of jail management staffing levels would be “like shooting someone in the foot
and criticizing them for limping.” Mr. Poloncarz previously blasted inadequate staffing
levels of jail deputies. Now he refuses to be in compliance with the Commission on
Corrections recommendations to keep deputies and inmates safe. There is a ‘do as |
say, not as | do’ component in the proposed 2014 budget.

The independently elected Erie County Clerk, the Honorable Christopher L. Jacobs also
provided specific data stating the County Executive’s revenue projection for the Erie
County Auto Bureau was out of balance and off by $500,000. Historical trends provided
by Mr. Jacobs show Mr. Poloncarz’ s revenue projections for a specific “Auto Fees Line”
are nowhere near the administration’s inflated figure:

“l am deeply concerned with the Revenue Projections for the Erie County Auto Bureau,
specifically the Auto Fees line...We felt our estimates were accurate and backed up by
statistical data...l can tell you that the Auto Bureau will not be able to meet the

dramatic increase in revenue projections submitted by the Budget Office.”
Source: Erie County Clerk Christopher L. Jacobs, “2014 Tentative Budget Revenue Projections,” 10/8/13



Based on the latest 2013 sales tax receipts the year-to-date growth is 2.20%, not the
2.94% the administration is forecasting. If that growth rate continues then sales tax
would have to grow by 3.50% next year to meet budget. That would put the County in
the same position that it found itself this year, needing an unrealistic growth rate to
avoid facing a potential multi-million deficit in this account.

We expect to receive actual sales tax revenue figures for the entire year of 2013 by
February of 2014. Only until then will we know definitively whether or not 2013 will end
with a surplus or deficit.

The use of $7.4 million in fund balance is especially troubling in light of then County
Comptroller now County Executive Mark Poloncarz criticism of use of fund balances by
the previous administration.

‘I am very concerned because, like the previous administration, the county executive’s
2011 budget uses $16.7 million of reserves — a one shot revenue stream — to balance
the budget and the County’s 2011 budget is still tied up in legal proceedings after the
county executive decided to declare it ‘null and void.” Use of the County’s fund
balance for recurring expenses was one of the key factors that led to the ‘Red-
Green’ fiscal crisis. If the Erie County Fiscal Stability Authority doesn’t approve this
budget or the administration’s Four Year Plan then there is a very real possibility they

will go back to a control status.”
Source: Mark C. Poloncarz, “Poloncarz Warns Erie County’s Financial Future Not as Strong as County Executive Says,” 3/25/11

Instead of mandated appropriations the 2014 budget includes new positions; job
upgrades, additional spending for Buffalo Convention Center; Visit Buffalo Niagara;
Buffalo Niagara Film Commission; an Economic Development office in Toronto; Cultural
Organizations and summits/meetings.

The 2014 budget continues the practice of not funding the Intergovernment Payments
(“IGT”) to ECMC. The budget is $16.2 million with a plan in place that any amounts due
beyond that will be amortized into the future with payments starting in 2015. This is yet
another example of kicking the can down the road.

Appendix A lists the 2013 and 2014 budgeted revenues and appropriations for all the
departments/divisions included in the Operating Fund, the Road Fund, The E-911 Fund;
Library and Debt Service Fund Appendix B lists the total positions in the 2013 and
2014 budgets for the above departments/divisions and funds.

CATEGORY REVIEW

The table below summarizes the 2012 actuals, the 2013 adopted budget, the 2013
projection as provided in the August, 2013 Budget Monitoring Report (“BMR”) released
by the administration on October 4, 2013 and the 2014 proposed budget of the General
Fund. The categories are the ones used in the Four Year Plan (“the Plan”).



ACCOUNT :c?tlzal Bi?g?’et Prozjg:::t,’ion Bi(:i1g4et
PROPERTY TAX LEVY 217,820,374 215,098,371 215,098,371 219,132,763
PROPERTY TAX RELATED 12,951,358 12,550,031 15,367,200 15,359,061
SALES TAX 410,720,331 426,033,687 422,810,875 434,438,173
SALES TAX TO OTHER GOVTS 283,983,931 294,861,414 292,343,683 300,383,134
OTHER LOCAL SOURCE 52,217,384 44,224,206 42,989,785 35,663,666
FEES FINES OR CHARGES 36,121,975 32,665,555 34,247,170 34,645,810
FUND BALANCE 0 5,405,000 12,867,250 7,405,000
FEDERAL AID 173,808,954 177,674,305 175,768,629 175,178,779
STATE AID 150,499,950 167,442,450 161,846,060 165,378,655
INTERFUND 1,197,166 0 720,000 3,912,334

TOTAL REVENUES 1,339,321,423  1,375,955,019  1,374,059,023  1,391,497,375
SALARIES 160,366,001 169,129,554 165,453,358 174,193,322
NON SALARIES 22,871,363 17,948,606 23,182,053 20,114,771
ADJUSTMENTS (1,787,585) 0 (9,319,073)
FRINGE BENEFITS 114,806,615 124,745,318 119,504,614 124,964,178
SUPPLIES & REPAIRS 9,147,292 9,680,765 9,825,562 10,021,307
OTHER 22,461,791 20,475,823 24,038,089 22,389,089
CONTRACTUAL 440,839,724 457,602,870 452,892,607 461,321,004
EQUIPMENT 961,265 428,185 1,312,307 1,010,961
ALLOCATIONS 38,233,408 37,263,810 44,531,223 37,276,580
PROGRAM SPECIFIC 463,938,779 485,824,337 485,940,342 487,852,058
DEBT SERVICE 61,741,182 54,643,336 54,613,134 61,673,178

TOTAL APPROPRIATIONS  1,335,367,420 1,375,955,019  1,381,293,289  1,391,497,375




2014 REVENUES

PROPERTY TAX

The 2014 Property Tax, to support general fund operations, increased $4,034,392 or
1.88% over the 2013 adopted budget and 2013 projection.

PROPERTY TAX RELATED

The 2014 Property Tax Related category increased $2,809,030 or 22.38% over the
adopted budget and decreased $8,139 or -0.05% from the 2013 projection. The reason
for this increase is the additional net revenue budgeted for the net Interest and
Penalties Property Tax and Decrease in Property Tax Deferred Revenue accounts. To
date we have seen no evidence to support either the 2013 projection or 2014 budget
numbers. However, final accounting for these accounts is done after the end of the
year.

SALES TAX

The 2014 budget is $11,627,298 or 2.75% higher than the 2013 projection and
$8,404,486 or 1.97% higher than the 2013 adopted budget. For the first eight months of
2013 sales tax has grown 2.20% over the 2012 actual.

Three of the eight months actually were less than the comparable 2012 months. In
2012 the last four months of the year grew by only 1.79% over the last four months of
2011. If 2013 growth over the last four months of 2012 is the same percentage then the
total growth in 2013 would be 2.06%. That would mean that sales tax would have to
grow 3.64% over 2013 to meet budget.

Sales tax is the largest component of the County’s budget. Final sales tax figures are
not known until two months after the close of the year. Consequently it is incumbent
upon the administration to be conservative in their estimates. As we have seen this
year the administration is projecting a $3,222,812 deficit in this account. If sales tax
ends as indicated above, the deficit would rise to $6,834,520 in this account. If 2014
growth is only 2.06% then the deficit in 2014 would be $6,585,136.

The administration makes the case that prior period adjustments have negatively
impacted current year’s receipts and the “adjusted” growth rate is higher. Prior period
adjustments always net to zero. Either the State over paid or under paid the County in
the past and settles when they have reconciled their distributions. This is simple timing
and the administration ignores the realities of this revenue.

As the County’s dependence on sales tax has grown over the years it is imperative that
the County be ultra conservative in its estimates of this volatile revenue that is



completely out of the County’s control. This revenue stream will determine whether or
not Erie County ended with a surplus or deficit in 2013.

SALES TAXTO OTHER GOVERNMENTS

The 2014 budget is $8,039,451 or 2.75% above the 2013 projection. It is $5,521,720 or
1.87% higher than the 2013 budget. This account represents the amount of total local
sales tax the county shares with the various municipalities. It is offset in the budget by
an appropriation, representing the payments to the various municipalities, equal to this
revenue. Thus the net effect of this account is zero.

OTHER LOCAL SOURCES

The 2014 budget is $7,326,119 or -17.04% below the 2013 projection. It is $8,560,540
or -19.36% below the 2013 budget. The majority of this decline is the Health Special
Needs Medicaid Early Intervention account 416920 that decreased $4,198,021 and
DSS Repay Medical Assistance account 417510 that decreased $3,936,875. The
reason for these declines appears to relate to the State takeover of Medicaid
administration.

FEES, FINES OR CHARGES

The 2014 budget is $398,640 or 1.16% higher than the 2013 projection. It is
$1,980,255 or 6.06% higher than the 2013 budget. This is primarily due to increases of
$400,000 in Auto Fees and $200,000 in Recording Fees in the County Clerk Office;
$275,000 Jail Facility-Other Govts in Jail Management; and $154,542. Election
Expenses Other Governments $630,392 Medical Examiner Fees. As noted above and
in Appendix C attached, County Clerk Christopher L. Jacobs takes serious exception to
the administration’s increase of $500,000 in Auto Fees from his office’s estimate:

“The State DMV confirmed the drop-off (in Auto Bureau revenue), which will happen
because far fewer people’s licenses expire next year compared to other years. It’s just
that simple.”

Source: WGRZ.com, “Erie County Proposed 2014 Budget Released,” 10/15/13

“l am deeply concerned with the Revenue Projections for the Erie County Auto Bureau,
specifically the Auto Fees line...We felt our estimates were accurate and backed up by
statistical data...l can tell you that the Auto Bureau will not be able to meet the

dramatic increase in revenue projections submitted by the Budget Office.”
Source: Erie County Clerk Christopher L. Jacobs, “2014 Tentative Budget Revenue Projections,” 10/8/13

Arbitrary increases in revenues without solid reasoning were one of the failures leading
to the Red/Green budget meltdown last decade.

FUND BALANCE

The 2014 Proposed Budget is $5,462,250 or -42.45% lower than the 2013 projection. It
is $2,000,000 or 37.00% higher than the 2013 adopted budget. Fund Balance is the



County’s savings account. It is a measure of the County’s liquidity. As such it is a
major item when credit reviews are done by Moody’s, Standard and Poor’s and Fitch
rating agencies. In late 2011 Moody’s cited “...narrow reserves provide little cushion to
economically sensitive revenues.”

Fitch echoed concern about the County’s reliance on volatile sales tax revenues in
February of last year. Any use of fund balance without a plan on replenishing it
weakens County finances. Paying for recurring expenses with non-recurring revenue
was another hallmark of the Red/Green budget meltdown.

In addition to the general fund balance usage, the following funds are also utilizing fund
balance:

Debt Service Fund $2,277,190
E-911 Fund 650,000
Library 852,555
Total Other Funds $3.779,745

FEDERAL AID

The 2014 budget is $589,850 or -0.34% lower than the 2013 projection. Itis $2,495,526
or 1.40% lower than the 2013 budget. The revenue estimates appear in-line with the
2014 reimbursable expenditures. In addition, the federal government is facing mounting
deficits and sequestration that may foretell lowering federal aid.

STATE AID

The 2014 budget is $3,532,595 or 2.18% higher than the 2013 projection. It is
$2,063,795 or -1.23% lower than the 2013 budget. The revenue estimates appear in-
line with the 2014 reimbursable expenditures. In addition while the State deficit numbers
are smaller than the federal government, the 2014/15 State budget will not be revealed
until early next year.

INTERFUND

The 2014 budget is $3,192,334 higher than the 2013 projection. There was no
Interfund revenue in the 2013 adopted budget. Therefore it is $3,912,334 higher than
the 2013 adopted budget. This revenue relates to closing of capital projects and after
transferring available cash to pay any outstanding debt service the balance is being
transferred to the general fund to pay for operating expenses. The Plan indicates no
interfund revenue being used in 2015-2017 therefore this is one-shot revenue.



2014 APPROPRIATIONS

SALARIES

The 2014 budget is $8,739,964 or 5.28% higher than the 2013 projection. It is
$5,063,768 or 2.99% higher than the 2013 adopted budget. A total of one hundred and
six (106) position changes were made in the General Fund: fifty-three (53) deletes;
three (3) gains and three (3) transfers; four (4) reallocations; two (2) reclass and forty
one (41) new positions. The position changes along with other fund changes are
detailed in Appendix D at the end of this report. Appendix B contains the department
breakdown of total positions in the 2014 proposed budget and the 2013 adjusted
budget.

As noted above the administration has ignored the agreement with the C.O.C. and has
not funded twelve Holding Center positions exposing the County to potential future
sanctions due to its non-compliance. Instead the administration is funding new
positions in non-mandated areas and up grading other positions.

NON SALARIES

The 2014 budget is $3,067,282 or -13.23% below the 2013 projection. It is $2,166,165
or 12.07% higher than the 2013 adopted budget. The difference is due mainly to the
increase in overtime budget, the Sheriff, $774,949; Jail Management $975,299 and
Correctional Health $250,000. Some of the overtime increase is due to the
administration’s lease agreement with the Buffalo Bills that increases the County’s
uniformed presence at Bills games. This increased cost is to be paid by the Bills.

ADJUSTMENTS

The 2014 budget is $7,531,488 lower than the 2013 budget. No actuals are ever
booked in these items as it consists of Employer Contribution Stabilization -$8,600,000;
Vacancy Savings (Turnover) -$990,000 and MC compensation $270,927.

The Employer Contribution Stabilization is the net amount of the 2014 pension expense
that the Administration wants to not pay immediately but takes advantage of a State
program to pay that amount over time at a rate of interest. Of the fifty-seven (57)
Counties outside of New York City the administration reports that eleven (11) or 19%
participated in 2013. If $11,467,000 gross amount is deferred for the maximum term of
ten (10) years at an estimated rate of 3.67% then the total cost to County taxpayers will
be $13,906,478. This would mean that taxpayers in 2024 will still be paying the 2014
pension bill.

The history of County’s participating in this program is that once they amortize they
continue to amortize future payments. Four counties amortized in 2010, three additional



Counties participated along with the original four in 2011 and in 2012 those seven along
with four more participated. It will not be surprising to see those eleven participate in
2013.

Expecting lower pension rates in the future to facilitate stopping future amortization is
highly speculative. The State pension system utilizes a five year smoothing rate which
means the record high stock market returns that we have seen for the last year or so
would have to continue for a total of five years to have meaningful rate decreases.

This is the definition of kicking the can down the road. Out of all the one shots included
in this budget this is by far the worst. If there is any chance of the County generating
either revenue above budget or spending below budget that money should be utilized to
pay the pension bill on time and not saddle future taxpayers with this bill. We strongly
encourage the County Executive to listen to his own Budget Director concerning rational
criticisms of kicking the can on pension payments.

FRINGE BENEFITS

The 2014 budget is $5,459,564 or 4.57% higher than the 2013 projection. It is
$218,860 or 0.18% higher than the 2013 budget. This category includes the pension
expense. It is for the entire amount estimated to be due. The amount reported in the
Plan is almost the same as budgeted for 2013. The rates issued by the State
Comptroller for next year are lower than the current year rates. In addition the
estimated bill issued last year, upon which the 2013 budget was estimated, turned out
to be inflated due to over estimation of salary base by the State that resulted in an
approximate $2 million credit and a further reduction of approximately $2 million in the
estimate. Those amounts covered all funds but typically the General fund is
approximately 85% of the total County portion of the bill.

SUPPLIES & REPAIRS

The 2014 budget is $195,745 or 1.99% higher than the 2013 projection. It is $340,542
or 3.52% higher than the 2013 adopted budget. The budget appears reasonable.

OTHER

The 2014 budget is $1,649,000 or -6.86% below the 2013 projection. Itis $1,913,266 or
9.34% higher than the 2013 adopted budget. The reason for the increase is the
$2,000,000 appropriation increase for Risk Retention.

CONTRACTUAL

The 2014 budget is 8,428,397 or 1.86% higher than the 2013 projection. It is
$3,718,134 or 0.81% higher than the 2013 adopted budget. The main reason for this is
the $5,521,720 increase in the budget for Sales tax to Other Governments; this is offset
by the revenue increase in the same amount. One item though requested by this Office
but was not included in the 2014 budget is $73,500 for contract payments to Bond



Counsel and Financial Advisor for 2014 borrowings. The revenue to pay for this was
included in our request tom make the net impact zero. However, the administration kept
the revenue and cut the appropriation to nothing. Consequently there are no funds
appropriated for the County’s Capital and short term note borrowings next year.

EQUIPMENT

The 2014 budget is $301,346 or -22.96% below the 2013 projection. It is $582,776 or
136.10% higher than the 2013 adopted budget. The maijority of this is the $336,600
increase in motor vehicle equipment for the Sheriff Division.

ALLOCATIONS

The 2014 budget is $7,254,643 or -16.29% below the 2013 projection. It is $12,770 or
0.03% higher than the 2013 budget. The transfer to the Road Fund was reduced by
$713,198; the transfer to the E-911 Fund was reduced by $92,146 and the transfer to
the Debt Service Fund was increased by $7,429,990.

PROGRAM SPECIFIC

The 2014 budget is $1,911,716 or 0.39% higher than the 2013 projection. It is
$2,027,721 or 0.42% higher than the 2013 adopted budget. Medicaid has decreased by
$2,588,221; Family Assistance has increased by $2,236,721; CWS Foster Care has
increased $886,897; Safety Net Assistance has increased $8,041,596; Child Care
(DSS) has increased $271,776; Children with Special Needs has decreased
$6,708,988; State Training School has decreased $11,946 and all other programs have
decreased $100,114. All are gross expenditures verses the 2013 adopted budgets.
The Medicaid budget does not adjust for any positive impacts that will occur when
Obamacare is implemented in 2014. If Obamacare is fully implemented and current
State waiver requests are granted by the federal government the result may be lower
Medicaid costs. If that were to happen any savings should be used to pay the pension
bill and reduce if not eliminate the amount planned to be amortized.

DEBT SERVICE

The 2014 budget is $7,060,044 or 12.93% higher than the 2013 projection. It is
$7,029,842 or 12.86% higher than the 2013 adopted budget.

Appendix A contains the departmental breakdown of the General Funds 2013 adopted
budget and 2014 proposed budget.

OTHER FUNDS

It is significant to note the funding has been reduced for both the E-911 and Road
funds. The 2014 Road Fund has decreased from $21,591,236 to $21,378,038. The E-
911 fund has decreased from $5,945,611 to $5,874,270. Subsidy decreases as noted
above.



REVIEW OF THE FOUR-YEAR FINANCIAL PLAN FOR FISCAL YEARS 2014-2017
(‘the Plan”)

The Plan is predicated on 2.75% annual growth in sales tax and 2% real property
assessment growth on the revenue side. Since the Great Recession there has been
only one year, 2011, that had a growth rate of that or higher. Most economists
expected a larger than normal growth rate one year after the Great recession. As we
have seen since the economy has behaved markedly different then it has in the past.
Given that a 1% deviation in sales tax equals $4.5 million plus, overestimating sales tax
has a devastating impact on the Plan. A more conservative estimate would have been
appropriate.

As we have also seen since the Great Recession property values in the County has not
exhibited the same rates of growth as they did prior to the Great Recession. Over
estimating the two largest revenues the County receives would greatly impact the Plan.

The Plan predicts slight growth in salaries. This would seem to signal that this
administration assumes no settlement with the CSEA over that period. Continuation of
the current expired contract means that free retiree health insurance will continue for the
County’s largest union.

The pension rate is estimated to decline each year of the Plan. Considering the
volatility of the stock market upon which the rates are heavily dependent and the five
year smoothing that is used to determine the rate that estimate, even though supplied
by the State, those rates may be difficult to achieve.

The health insurance rates as provided by the consultant to Labor Management Health
Fund appear to be in-line with industry estimates.

One of the potential gap closers, “Potential future revenue, such as casino gaming
revenues from New York State,” was announced by the Governor's Office earlier this
month along with an annual estimate of over $8 million for Erie County.

BUDGET RESOLUTIONS

Appendix E contains a listing of all 2014 budget resolutions that materially changed,
added or deleted from the 2013 adopted budget.

CONCLUSION

The 2014 proposed budget contains numerous assumptions that may or may not ever
come to fruition. Unfortunately for taxpayers, it contains one-shot revenue schemes,
gimmicks, unfunded mandates and increased discretionary spending. The use of non-



recurring, or temporary resources to meet recurring expenses exacerbates the
structural deficit, making future budgeting more difficult.

Risks to the current year's budget include uncertainty regarding the federal budget,
which may once again be subject to sequestration or other limits on expenditures
including aid to state and local governments, as well as uncertainty regarding the state
budget and its impact on the County. Revenue projections and savings estimates may
be too optimistic. Tax receipts may not come in as expected. Other revenue may not
materialize as projected as future costs associated with its Medicaid growth will be paid
for by the State under the phased-in takeover initiative.

The 2014 proposed budget leaves little if any margin for error. It is razor thin. The over
dependence on one-shots and gimmicks is a recipe for failure. Kicking the can on
pension and IGT will tie the hands of future County Executives and Legislatures in
maintaining the balance between what the public wants, its needs and its ability to pay.

The County Executive is just sticking his finger in the dam. Long-term usage of
gimmicks to balance budgets and increased spending will cause the dam the break.
We don’t want to go down that dark road again. Once was bad enough.

Sincerely yours,

Stefan I. Mychaijliw
Erie County Comptroller

ccC: Honorable Mark Poloncarz, Erie County Executive
Erie County Fiscal Stability Authority
Honorable Timothy Howard, Erie County Sheriff
Honorable Christopher L. Jacobs, Erie County Clerk



